
sil,te oF NEr{ YoRK
STAIE TAX COMMISSION

In the Matter of the Petit lon

o f
ESTATE OF BEULAH DE FOREST hIRIGHT
SCHEIVECTADY TRUST CO-, CO-EruCUTOR

For a Redeternlnatlon of a Deficlency or
a Refund of Personal fncome
Taxes under Art ic le ( t)  22 of  the
Tax Law for  the Year(s)  1965 & 1966.

State of New York
County of AJ.bany

Donna Scranton ,  being duLy sworn, deposes and says that

she ls an employee of the Department of Taxat ion and Flnance, over 18 years of

age, and that on the 1 9th day of May ,  L976,  she served the  w l th ln
Estate of  Beulah

Notice of Decision (nx:De*xrodmtiorD by (certified) mail upon DeFonest tilnight
Schenectady Trust  Co.  .
Co-Executo;F foepxssenltrndxrBxg*) the petitloner in the wlthin

proeeedlnB, by encloslng a true copy thereof ln a eecurely sealed postpald

!,rapper addressed as rolrows : t:nl:";1"3"8**ro3:::"3:-HI:31t."

Reynolds, Ri-cha,nd.s, E1y & LaVenture
67 wat t  s tneet

and by deposltrns same enclosed {3t" T35$o'"1$"flr"ESrti "1grO"O#"0 
wrapper tn a

(post of f ice or off ic la. l  deposltory) under the exclusive care and custody of

the Unlted States Post Off ice Department \r i th in the State of New York.

That deponent further says that the said addresaee ls the (rurcgltrfhrc

4tE) petltloner heretn and that the address aet forth on sald wrappcr le the laet

known addreee of the (ntl$[rEsdtttlrS{sclf,:ohe) petltioner.

Sworn to before me thls

of May19th

AFFIDAVIT OF MAILING
OF NOTICE OF DECISION
BY (CERTIFIED) MAII,

AD-1 .30  (L174)
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In the Ma.t,ter of the Petltlon

o f

ESTATE OF BEUI,AH DE FOREST I/'IRIGHT
sclmNEcrArrSr rRusr c0. r co-ErouToR

For a Redeterminat ion of a Def lc lency or
a. Refund of Pef sonal Income

AFFIDAVIT OF MAILING
OF NOTICE OF DECISION
BY (CERTIFIED) MAIL

Taxes under Art ic le (T) 22 of the
T a x  L a w  f o r  t h e  v e a r ( s )  1 9 6 5  &  1 9 6 6 .

State of New York
County of Albany

Donna Scranton , being duly sworn, deposes and says that

she ls an employee of the Department of Taxat ion and FLnance, over 18 years of

age, and that on Lhe 19tn day of MaY ,  Lg76,  she served the  w l th ln

Notice of Decision @&Oern$ffit@ by (certifled) mail upon Reynoldst

E1y & taVentur:e (representaElve of)  the pet i t loner in the wlthin

proceedlng, by enclosing a true copy thereof in a eecurely sealed postpald

\i lrapper addressed as fol lows: Reynolds, Ri-ctrands, E1y & LaVent[re
67 watt street
New Yorkr New York 1A005

and by depostt ing same enclosed ln a postpatd properly addressed wrapper ln a

(post of f ice or off icta. l  deposltory) under the exctusive care and custody of

the Unlted States Post Off ice Department wlthin the State of New York.

That deponent further says tha.t  the said addressee ls Ehe (representat lve

of) petltioner herein end that the addrees Bet forth on sal.d ltrapper ls the last

known addrese of the (repreeentatlve of the) petittoner.

Sworn

19 th

before me thlgto

d a of May

AD-1 .30  (L174 '

, L976.
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STATE OF NEW YORK

STATE TAX COMMISSION

In  t he  Ma t te r  o f  t he  Pe t i t i on

o f

ESTATE OF BEULAH DE FOREST WRIGHT
SCHENECTADY TRUST CO., CO-EXECIJTOR

fo r  a  Rede te rm ina t i on  o f  a  De f i c i ency
o r  f o r  Re fund  o f  Pe rsona ]  I ncome  Tax
unde r  A r t i c l e  22  o f  t he  Tax  Law  fo r
t he  Yea rs  1965  and  1966 .

DECISION

The Es ta te  o f  Beu lah  DeFores t  Wr igh t ,  Schenec tady  Trus l  Co . r

Co-Execu to r ,  c /o  Reyno lds ,  R ichards ,  E ly  &  LaVentu re ,  67  WaI l  S t ree t ,

New York ,  New York  1OOO5,  f i l ed  pe t i t i ons  under  sec t ion  689  o f  the

Tax  Law fo r  the  rede te rmina t ion  o f  a  de f i c iency  and  fo r  a  re fund  o f

persona l  i ncome tax  under  Ar t i c le  22  o f  the  Tax  Law fo r  the  years

1965 and 1966.

Sa id  de f i c iency  was  asser ted  by  no t i ce  i ssued  Apr i l  I I  ,  1969 ,

under  F i le  No .  661 ,L72O7 and  i s  in  the  amount  o f  $2  1569 .27  p lus  in te res t

o f  $387 .37  fo r  a  to ta l  o f  $2 ,956 .64 .

The  re fund  c la im was  f i l ed  on  Apr i l  14 ,  L969 ,  and  i s  fo r  the

amount  o f  $547 .50  pa id  w i th  respec t  to  1965 .

In  l i eu  o f  a  hear ing ,  pe t i t i oner  submi ts  i t s  case  to  the  Commiss ion

on  the  f i l e  o f  the  Income Tax  Bureau .

Sa id  f i l e  has  been  du lv  examined  and  cons idered .
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T q q I I t r q
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The  i ssues  i n  t h i s  case  a re  (n )  whe the r  t he -  pe t i t i one r  as

bene f i c i a r y  o f  a  t r us t  i s  deemed  unde r  New Yo rk  Law  to  have  rece i ved

income  i n  1965  and  L966  f r om a  t r us tee  wh i ch  t he  t r us tee  h imse l f  had

never  rece i ve f l  bu t  wh ich  was  impu ted  to  the  t rus tee  under  sec t i on  951

o f  t he  t n te rn l l  Revenue  Code ;  (B )  t he  me thod  o f  compu ta t i on  o f  t he

bene f i c i a r y t s  sha re  o f  t he  New Yo rk  f i duc ia r y  ad jus tmen t  f o r  1966 ;

and  (C )  whe the r  t he  amoun t  ac tua l l y  r ece i ved  by  t he  bene f i c i a r y  i n

1965  inc l -udes  a  ce r ta in  amoun t  rece i ved  by  the  t rus t  i n  re imbursemen t

o f  t axes  pa id .  Ne i t he r  t he  pe t i t i one r  no r  t he  I ncome  Tax  Bu reau  has

con tes ted  t he  makeup  o f  t he  cha rac te r  o f  t he  i ncome  rece i ved  by  t he

pe t i t i one r  f r om the  t r us t .

FINDINGS OF FACT

1 .  Mrs .  Beu lah  DeFo res t  Wr igh t ,  du r i ng  t he  yea rs  i n  ques t i on ,

was  a  res i den t  o f  Schenec tady ,  New Yo rk .  She  d i ed  on  Ju I y  27 ,  L967 .

2 .  Du r i ng  t he  yea rs  he re  i n  ques t i on ,  Mrs .  Wr igh t  was  t he

income  bene f i c i a r y  o f  an  i n te r  v i vos  t r us t  c rea ted  on  Ap r i L  26 ,  1932 ,

by  W.  Howard  Wr igh t ,  now  deceased ,  w i t h  t he  Schenec tady  T rus t  Co .  as

t rus tee . .  Tha t  t r us t  he ld  sha res  o f  Schenec tady  Chemica l s ,  Canada  L td .

wh i ch  i n  t u rn  owned  a l l  o f  t he  sha res  o f  Schenec tadv  Va rn i sh  Tn te r -

na t i ona l ,  S .A . ,  a  Panama  Co rpo ra t i on .

3 .  The  t r us t  was  a t t r i bu ted ,  unde r  sec t i on  951  o f  t he  I n te rna l

Revenue  Code ,  w i t h  t axab l -e  i ncome  ea rned  by  t he  Panama  Company  wh i ch

the  t r us t  d i d  no t  ac tua l l y  r ece i ve .  The  t r us t  pa id  bo th  Fede ra l  and

New Yo rk  t axes  i n  each  yea r .  I t  a l so  rece i ved  ce r t a i n  i ncome  f r om the
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Canad ian  company  as  a  re imbursement  fo r  the  taxes ,  p resumab ly

Federa l  taxes ,  wh ich  were  pa id  w i th  respec t  to  the  imputed  sec t ion  95 I

income.  Accord ing  to  the  t rus ts  accoun ts ,  wh ich  were  approved  in

jud ic ia l  p roceed ings  in  1969 ,  the  mat te rs  here  in  d ispu te  were  t rea ted

as  fo l lows :
0

( b )  .  No  amoun t  was  i nc l uded  i n  e i t he r  t he  i ncome  o r  p r i nc i pa l

accoun ts  t o  r ep resen t  t he  impu ted  t axab le  i nco rne  unde r  sec t i on  951  o f

t he  I n te rna l  Revenue  Code .

( . ) .  Amoun ts  r ep resen t i ng  New Yo rk  i ncome  taxesn  as  we l l  as

Fede ra l  t axes ,  a t t r i bu tab l - e  t o  t he  p reced ing  yea r  we re  cha rged  t o  t he

income  accoun t  and

(O) .  The  amoun ts  r ece i ved  as  re imbu rsemen t  f o r  t axes  we re  a t t r i b -

u ted  t o  t he  i ncome  accoun t .  l n  1965  t h i s  amoun t  i s  shown  as  $41908 .75

wh i ch  i s  ne t  o f  a  Canad ian  15% w i t hho ld i ng  t ax  o f  $866 .25 .  I n  1966

th i s  amoun t  i s  $3 r568 .50  wh i ch  i nc l udes  t he  w i t hhe ld  t ax  and  a  sepa ra te

expend i t u re  i s  shown  fo r  $535 .28  as  such  t ax .

a (a ) .  On  t he  t ax  re tu rns  o f  t he  t r us t  t he  ma t te r s  i n  d i spu te

were  t r ea ted  as  f o l l ows :  The  t r us t  r epo r ted  as  t ' o t he r  i ncome"  t he

amoun t  o f  $13 r42L .54  f o r  1965  and  $11 r647 ,86  f o r  1966 .  The  en t i r e  such

amoun t  f o r  1965  and  the  amoun t  o f  $111605 .40  fo r  1966  has  been  now

iden t i f i ed  as  i ncome  ea rned  by  t he  Panama  co rpo ra t i on  and  i nc l udab le

i n  t he  t r us t r s  Fede ra l  g ross  i ncome  by  reason  o f  sec t i on  951  o f  t he

In te rna l  Revenue  Code .

(n ) .  The  t r us t  r epo r ted  on  i t s  Fede ra l  r e tu rns  deduc t i ons  f o r

t he  New Yo rk  t axes  pa id  w i t h  r espec t  t o  t he  p reced ing  yea rs .  (Fo r
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1965 i t  repor ted  no  ad jus tment  fo r  such  taxes  on  i t s  New York

re tu rn  bu t  th i s  i s  no t  in  d ispu te ) .  For  L966  the  t rus t  repor ted

the  taxes  deduc ted  o f  $665 .72  as  an  add i t i on  ad jus tment  and  in -

c reased  i t s  own income by  tha t  en t i re  amount .  These  taxes  were

computed  on  a  New York  taxab le  income o f  $ I2 r82 I .54  wh ich  i s

a t t r i bu tab le  to  the  fac t  tha t  the  t rus t  i nc luded  in  i t s  income

but  no t  in  i t s  d is t r ibu t ions  to  bene f i c ia r ies  the  amount  o f

$13r42 I .54  wh ich  was  imputed  to  the  t rus t  under  sec t ion  951  o f

the  In te rna l  Revenue  Code.

( . ) .  The  amounts  rece ived  as  " re imbursements  o f  taxesr r  were

in  1965  repor ted  as  taxab le  income in  a  g rossed  up  amount .  No

deduc t ion  was  taken  fo r  the  Canad ian  tax .  P resumab ly  a  c red i t

fo r  such  tax  was  taken  on  the  Federa l -  re tu rn .  For  L966r  ho  par t

o f  the  re imbursement  was  repor ted  as  taxab le  income and  no  deduc t ion

was  taken .

5 .  The  pe t i t i oner ,  as  bene f i c ia ry  o f  the  t rus t ,  repor ted  as

income rece ived  f rom the  t rus t  the  amounts  ind ica ted  on  the  t rus t t s

tax  re tu rns  as  d iv idends  rece ived  by  her .  These  amounts  were  iden-

t i ca l  w i th  the  t rus ts  repor ted  deduc t ion  fo r  d i s t r ibu t ions  to  bene-

f i c ia r ies .  They  a re  no t ,  however ,  equ iva len t  to  the  amounts  repor ted

as  requ i red  to  be  d is t r ibu ted  cur ren t l y .

6 (a ) .  For  the  year  1965 ,  the  t rus t t s  computa t ions  o f  the  amounts

shown on  i t s  re tu rn  fo r  i t s  requ i red  d is t r ibu t ion  i s  cons is ten t  w i th

i t s  t rus t  accoun ts .
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( f ) .  Fo r  t he  yea r  1966 ,  t he  compu ta t i on  o f  t he  requ i red

d i s t r i bu t i on  as  shown  on  t he  re tu rn  exceeds  t he  amoun t  i n  t he

t rus t  accoun ts  by  t he  amoun ts  o f  Fede ra l  i ncome  tax  and  Canad ian

w i t hho ld i ng  t axes  pa id  i n  t ha t  yea r .

( c ) .  Fo r  t he  yea r  1965 ,  t he  t r us t r s  deduc t i on  f o r  d i s t r i bu -

t i ons  t o  bene f i c i a r i es  i s  i den t i ca ]  w i t h  i t s  ne t  " d i s t r i bu tab l - e

ne t  i ncomer r  as  compu ted  i n  acco rdance  w i t h  sec t i on  643  o f  t he

In te rna l -  Revenue  Code  w i thou t  cons ide r ing  the  amoun ts  impu ted

to  t he  t r us t  as  t axab le  i ncome  unde r  sec t i on  951  o f  t he  I n te rna l

Revenue  Code .  The  t r us t t s  g ross  d i s t r i bu tab le  ne t  i ncome  wou ld

i  nn ' l  u r l a  i  n  " dd i t i on ,  t he  amoun t  o f  $ I  , 393 .75  o f  t ax -exemp t  i n t e res t .

( a ) .  Fo r  t he  yea r  1966 ,  t he  t r us t f s  deduc t i on  f o r  d i s t r i bu -

t i on  t o  bene f i c i a r i es  i s  i den t i ca l  w i t h  i t s  ne t  " d i s t r i bu tab le  ne t

i ncome"  as  compu ted  i n  acco rdance  w i t h  sec t i on  643  o f  t he  I n te rna l -

Revenue  Code  w i thou t  cons ide r ing  the  amoun ts  impu ted  to  the  t rus t

as  t axab ]e  i ncome  unde r  sec t i on  951  o f  t he  I n te rna l -  Revenue  Code

and  excep t  f o r  t he  f ac t  i t  does  no t  i nc l ude  t he  amoun t  o f  $31568 .50

wh i ch  t he  t r us t  r ece i ved  f r om the  Canad ian  co rpo ra t i on  as  re imbu rse -

men t  o f  t axes .  The  t r us t r s  g ross  d i s t r i bu tab le  ne t  i ncome  wou l -d

i nc l ude  i n  add i t i on ,  t he  amoun t  o f  $21854 .66  o f  t ax -exemp t  i n t e res t .

( " ) .  The  amoun ts  o f  t he  t r us t t s  r equ i red  d i s t r i bu t i ons  i n  each

yea r  we re  l - es  s  t han  i t s  amoun t  o f  g ros  s  f ' d i s t r i bu tab le  ne t  i ncome  "

( i nc l ud ing  t ax -exemp t  i n t e res t )  even  when  t he  l a t t e r  amoun t  i s

compu ted  w i thou t  t he  amoun ts  impu ted  to  the  t rus t  as  taxab le  i ncome

unde r  sec t i on  951  o f  t he  I n te rna l -  Revenue  Code .
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7 .  The  de f i c i ency  i n  i s sue  i s  compu ted  by  ra i s i ng  pe t i t i one r ' s

rono r tad  i ncnme  d i s t r i bu tab le  f r om a  t r us t  by  t he  amoun t  o f  $ I3 r42L .5O

fo r  1965  and  t he  amoun t  o f  $12 r27 I . I 2  f o r  L966 .  The  amoun t  o f

$13 r42 I . 50  f o r  L965  and  o f  $11 r605 .4O  fo r  1966  rep resen t  t he  amoun ts

o f  t axab le  i ncome  a t t r i bu ted  t o  t he  t r us t  f r om a  f o re i gn  na t i on

co rpo ra t i on  unde r  sec t i on  951  o f  t he  I n te rna l  Revenue  Code .  The

rema in ing  amoun t  f o r  1966 ,  $665 .72 ,  r ep resen ts  t he  ' r f i duc ia r y  ad jus t -

men t t t  f o r  t ha t  yea r .

8 .  The  re fund  c l a im  fo r  1965  i s  asse r t ed  on  t he  bas i s  t ha t

pe t i t i one r  i nc l uded  i n  he r  i ncome  s ta ted  t o  be  as  d i v i dends  de r i ved

f rom the  t r us t  t he  amoun t  o f  $5  1475 .00  wh i ch  i n  ac tua l - i t y  i s  an

amoun t  r ece i ved  by  t he  t r us t  and  no t  i n  f ac t  d i s t r i bu ted  t o  pe t i t i one r .

CONCLUSIONS OF LAW

A.  The  i nc rease  i n  pe t i t i one r t s  d i s t r i bu tab le  i ncome  f r om the

t rus t  i s  e r roneous .  The  compu ta t i on  o f  t he  de f i c i ency  assumes  t ha t

t he  bene f i c i a r y ,  t he  pe t i t i one r  he re in ,  shou ld  r epo r t  i ncome  on  t he

bas i s  o f  t he  I ' d i s t r i bu tab le  ne t  i ncome"  o f  t he  t r us t .  I t  t hen  compu tes

the  d i s t r i bu tab le  ne t  i ncome  by  i nc l ud ing  t he  impu ted  i ncome  a t t r i bu ted

unde r  sec t i on  951  o f  t he  I n te rna l -  Revenue  Code .

Howeve r ,  t he  pe t i t i one r  i n  t h i s  case  shou l -d  have  repo r ted  he r

d i s t r i bu tab le  i ncome  f r om the  t r us t  on  t he  bas i s  o f  t he  amoun ts

requ i red  unde r  t he  t r us t  i ns t r umen t  t o  be  d i s t r i bu ted  t o  he r  s i nce

tha t  was  l owe r  t han  t he  r r d i s t r i bu tab le  ne t  i ncome t '  o f  t he  t r us t .  Fo r

1965  t ha t  f ac t  appea rs  on  t he  f ace  o f  t he  re tu rn .  Fo r  1966  t ha t  f ac t

becomes  obv ious  when  the  f i qu res  shown  on  the  re tu rn  a re  recompu ted



t o  exc l -ude  f rom the  requ i red  d i s t r i bu t i on  the  amoun ts  pa id  fo r

Fede ra l  and  Canad ian  t axes  and  t o  i nc l ude  i n  t he  d i s t r i bu tab le

ne t  i ncome  the  Canad ian  d i v i dend  o f  $31568 .50 .  I n  v i ew  o f  t he

above  i t  appea rs  t ha t  t he  pe t i t i one r  he re in  has  a l r eady  repo r ted

too  much  i ncome  f r om the  t r us t  as  t axab le  i ncome .  Tn  any  even t

t he  e f f ec t  upon  he r  i ncome  o f  t he  impu ted  sec t i on  951  i ncome  be -

come  abso lu te l y  c I ea r .  The  pe t i t i one r r s  i ncomer  ds  p rope r l y

based  upon  t he  amoun t  o f  t he  t r us t r s  r equ i red  d i s t r i bu t i onn  mus t

be  de te rm ined  under  the  te rms  o f  t he  t rus t  ag reemen t  and  the  l aw

o f  New York  S ta te  ( rnC  S643(n )  )  .  Under  New York  Law the re  i s  no

way  t ha t  t he  amoun ts  he re  i n  ques t i on ,  and  wh i ch  t he  t r us tee  neve r

rece i ved ,  wou ld  be  requ i red  t o  be  d i s t r i bu ted  by  t he  t r us tee  t o  t he

bene f i  c  i  a r y .

B .  The  f i duc ia r y  ad jus tmen t  i n  t h i s  case  shou l -d  be  a t t r i bu tab le

en t i r e l y  t o  t he  bene f i c i a r y  unde r  619 (c ) ( f )  o f  t he  Tax  Law  and

I2O .Z6 (a )  o f  t he  Regu la t i ons .  The  bene f i c i a r y  i nc l udes  i n  h i s  i ncome

fo r  1966  an  amoun t  equa l  t o  t he  en t i re  d i s t r i bu tab le  ne t  i ncome o f

t he  t r us t .  The  a l t e rna te  p rov i s i ons  o f  sec t i on  619 (d )  o f  t he  Tax  Law

and  I 24 .27  o f  t he  Regu la t i ons  canno t  app l y  because  t he  t r us tee

a t t r i bu ted  t he  t ax  paymen t  i n  ques t i on  t o  t he  i ncome  bene f i c i a r y .

C .  The  re fund  c l a im  fo r  1965  mus t  be  den ied .  Pe t i t i one r  i s

p rope r l y  t axab le  on  t he  amoun t  o f  t he  t r us t  i ncome  wh i ch  i s  r equ i red

to  be  d i s t r i bu ted  cu r ren t l y  unde r  t he  t r us t s  accoun ts .  An  exam ina t i on

o f  t he  t r us t s  accoun ts  show  tha t  t he  Canad ian  i ncome  i n  ques t i on

wh i ch ,  a f t e r  deduc t i ng  t he  w i t hhe ld  t ax ,  amoun ted  t o  $41908 .75  was ,

i n  f ac t ,  and  con t ra r y  t o  t he  asse r t i ons  o f  t he  c l a im  fo r  r e fund ,

ac tua l l y  d i s t r i bu ted  t o  pe t i t i one r .
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D.  The  e r ro rs  ind ica ted  here in  in  the  p repara t ion  o f  the

re tu rn  w i l l  be  ignored .  Wh i le  the  Commiss ion  can  in  some s i tua t ions

cons ider  new reasons  fo r  a  de f i c iency  o r  a  re fund ,  such  new grounds

have  no t  been  u rged  and  in  any  even t  a  cu rsory  examina t ion  revea ls

tha t  a  computed re fund fo r  1965 and de f ic iency  fo r  1966 wou ld  d i f fe r

by  on ly  a  m in iscu le  amount .

DECISION

The  de f i c i ency  he re  i n  i s sue  i s  e r roneous  i n  i t s  en t i r e t y  and

i s  he reby  cance l l ed .

The  den ia l  o f  t he  c l a im  fo r  r e fund  was  p rope r  and  t he  pe t i t i on

fo r  r e fund  i s  den ied .

DATED:  A lbany ,  New York
May  1  ! ,  1976

I

V\^!J*D lC**
COMMISSIONER

COMMISSION


